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SUBJECT: PRESS SPECULATION ON STERLING BALANCE CONVERSION 

THE OBSERVER OCTOBER 3 CARRIED A STORY BYLINED ADAM 
RAPHAEL TO THE EFFECT THAT THE BRITISH GOVERNMENT IS 
SEEKING HELP FROM BRITAIN'S MAJOR TRADING PARTNERS IN A 
MASSIVE LONG-TERM LOAN TO BE USED TO CURE THE CHRONIC 
INSTABILITY OF THE POUND BY CONVERTING SIX BILLION POUNDS 
IN STERLING BALANCES HELD BY FOREIGNERS INTO AN INTER- 
NATIONALLY FUNDED DEBT. STORY SAYS "THERE ARE INDICA- 
TIONS THAT INFORMAL APPROACHES MAY ALREADY HAVE BEEN 
MADE IN WAHINGTON, BONN AND BRUSSELS." 
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